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A. General Instructions

A.1l. Reporting Time. Monthly report forms Gross Flow of
Mortgage L oans (HUD-136.1) and M ortgage L oan Commitments
(HUD-136.2) should be completed and forwarded to the U.S. Depart-
ment of Housing and Urban Devel opment withtheleast possibledel ay,
no later than 21 days after the end of the month.

A.2.  Completion of Forms. During thefirst six months, fill out the
two report formsto the extent feasible on the basis of availablerecords.
By April, the forms should be fully completed. Report al entriesin
thousands of dollars. Do no report number of transactions (loans).

A.3. Branches. If your bank has domestic branches, report consoli-
dated figures for the head office and all domestic branches.

A.4.  Accounting Basis. All entries should be reported on a“dis-
bursementbasis’ accounting system; that is, entriesaremadeintheloan
origination or loan purchasetabulationsasfundsare actually disbursed

and posted on the books. Under thisdisbursement system, wherealoan
is made pursuant to aforward commitment, the outstanding commit-
ment is reduced by the amount of the loan disbursement.

A.5. DoubleCounting. Toavoid double counting of the sameloan
among the different lender groups that comprise the comprehensive
data system, entries should relate only to those loans where your bank
acts as a principa. That is, include only those loans that your bank
acquiresinitsown nameand countsaspart of itsholdingsinitsbalance
sheet. Exclude any loans your bank acquiresin the name of, or for the
account of, another lende.

A.6. LoanstoBeReported. Entries should relate to al mortgage
loanssecured by liensonreal propertieslocatedintheUnited Statesand
suchoutlying areasasPuerto Rico, Virginldands, Guam, andtheCana
Zone. Exclude any loans for properties located in Canada or other
foreign countries.

B. Instructions for Preparing HUD-136.1-Gross Flow of Mortgage Loans

B.1. Object of Reporting. This form is designed to provide
information on the principal mortgage lending transactions of loan
originations, loan purchases, |oan sales, and loan repaymentsand other
terminations. Loan originations, purchases, and sales should be tabu-
lated on the basisof actual transactions. Contrariwise, |oan repayments
and other terminations should be calculated asaresidual, asexplained
below under Reconcilement with Outstanding Balances (Section
B.5).

B.2. Ddineations of Data to Be Reported. The form consists of
four parts, identified intheleft-hand column: Part A—Land Loans, Part
B—Congtruction Loans, Part C-Long-Term Mortgage Loans, and Part
D—Grant Total.

Part A. Land Loansis not further divided.

Part B. Construction Loansisbroken down by type of property: 1.1-4
Family Nonfarm Homes, 2. Multifamily Residential Properties, 3.
Nonfarm Nonresidential Properties, 4. Farm Properties, and 5. Total
Congtruction Loans.

Part C. Long-Term Mortgage L oans hasthe same breakdown by type
of property, but the residentia loans are further divided into types of
loans—FHA-Insured, VA-Guaranteed, and Conventional.

With respect to originations of long-term mortgage loans, thereis one
further subdivison—originations of loans on new properties and
originations of loans on existing properties. Entries of such long-term
originations should be made under columns 2 and 3, as appropriate.

B.3. Reporting of Transactions

B.3.a. Loan Originations are to be reported under column 4 in
amounts that equal the sum of the loan originations posted during the
month by your bank at the time of loan closings (or comparable action,
in the case of construction loans) and are thereafter counted as part of
its mortgage loan holdings. As explained above (with respect to
accounting basis), the amount of originationsto bereported isto bein
terms of actual disbursements.

A loan origination should be reported for the month during which the
loan closing (or comparableaction) occursand isposted on your books.

To the extent possible, report refinancing of an outstanding loan on a
gross basis; that is, add the amount of the outstanding loan being
refinanced to that of the additional 10an being made. Then record the
previous outstanding balance under Repayments and Other Termina
tions.

Loan originationsfor construction loansand long-term mortgageloans
should bereported under column 4 on the appropriatelinesdelineating
type of property for which theloansare made. Also report originations
of long-term loans on the appropriate lines delineating type of property
forwhichtheloansaremade. Al soreport originationsof long-termloans
on the appropriate lines delineating type of loan. In addition, under
columns 2 and 3, distinguish the long-term mortgage |oans between
loans on new properties and loans on existing properties.

B.3.b. Loan Purchasesshouldbereported for themonthinwhich
your bank takestitleto, or agreestotakedelivery of, theloansand posts
such loans on its books, even though delivery of the loans may occur
some time later. The amount of loan purchases to be reported is the
amount your bank posts on its books.

Report purchases of |ong-term mortgage loans under column 5 on the
appropriate linesfor type of property and type of loan. Inthe case of a
participation loan made with another ingtitution, record the amount of
participation in long-term loans taken by your bank.

The form does not provide space for entries on purchases (or saes) of
constructionloans, even though purchasesand salesof participationsin
largeconstructionloanssometimesoccur. Thiswasomitted becausethe
information has minimal economic significance.

Where there are participations in a construction loan, the lead bank
should count the entire amount of the construction loan as its loan
origination. The other participating banks should not report any “pur-
chase” of this construction loan. Consequently, when construction is
completed, the other participating banks should not report any “resal€’
of the construction loan to the lead bank in anticipation of atakedown
of the“permanent” loan by the long-term investor. Instead, at thetime
of takedown, thelead bank should report arepayment (under column 8) of
the entire congtruction loan.
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B.3.c. Loan Salesshould bereported for the month inwhich your
bank transferstitleto, or agreesto makedelivery of, themortgageloans
and removes such loans from its books. The amount of loan sale to be
reported is the amount your bank removes from its books.

Sales of long-term mortgage | oans should be reported under column 7
on the appropriate lines for type of property and type of loan.

B.3.d. Repaymentsand Other Ter minations(column 8) should
not be tabulated separately. Instead, they should be calculated as
residuals in the manner described below under Reconcilement with
Outstanding Balances (Section B.5).

B.3.e. Total Loan Acquisitions(column6)equal thesumof Loan
Originations (column 4) and Loan Purchases (column 5). Theformis
so designed that total loan acquisitions need be computed and reported
only for long-term mortgage loans (Part C).

B.3.f. Total L oan Dispositions(column9) equal thesumof Loan
Sales(column 7) and Repaymentsand Other Terminations(column 8).
Totd loan dispositions need be reported for long-term mortgage loans
only if there are entries under column 8 aswell as under column 7.

B.4. Distinction Between Construction Loans and Long-Term
Loans. In the case of newly constructed properties, a separate
accounting should be made of the construction loan used to financethe
physical construction of the property and of thelong-term loan used to
financetheacquisition of theproperty. Accordingly, thereporting form
distinguishesconstructionloansfromlong-termloans, witheachhaving
its own cycle of acquisition and disposition.

When physical construction of the property iscompleted, or when the
long-termloanistaken down by thelong-terminvestor, anentry should
reflect arepayment of the construction loan for the month during which
this occurs. Depending upon the circumstances detailed below, there
may or may not beacorresponding entry reflecting an origination of the
long-term | oan. This separate accounting for the construction loan and
for thelong-term|oan should bemadei rrespectiveof whether your bank
records arepayment of the construction loan and an origination of the
long-termloan by transferringtheloanfromoneaccount toanother. The
entries to be made are as follows:

B.4.a. ConstructionLoanandLong-TermLoantoBeMadeby
SameL ender. If your bank is making both the construction loan and
the long-term loan, near the date of construction completion, show a
repayment under column 8, for theconstructionloan, and anorigination
under column 2, for the long-term loan on the completed “new
property.” Such entries should be made for income properties (multi-
family residentia or nonresidential properties) aswell asfor 1-4 family
homes, even though thereis no separate closing of the long-term loan
and thelong-termloan issupported by the samelega documentsasthe
construction loan.

B.4.b. ConstructionLoanbyOneL ender,Long-TermLoanby
Another Lender—1-4 Family Homes. When your bank makes the
congtruction loanin anticipation of along-termloan by another lender,
the common practice, in the case of loans on 1-4 family homes, isfor
the bank to close the long-term loansin its own name and then sell (or
assign) these long-term loans to other investors. Since your bank
becomes the holder of the long-term mortgage notes from the time of
closing until they are sold, at thetime of closing of thelong-term loan
your bank should show, under column 8, arepayment of theconstruction
loan and, under column 2, an origination of the long-term loan on the
completed new property.

B.4.c. ConstructionLoanbyOnelL ender,Long-TermLoanby
Another Lender— ncomeProperties. Inthecaseof incomeproperties
(multifamily residentid or nonresidential properties), if your bank
makes the construction loan in anticipation of a long-term loan by

another lender, the common practiceisfor thebank to transfer theloan
(usualy by assignment) to the long-term lender on the stipulated
takedown date. | n such asituationyour bank should show under column
98 a repayment of the construction loan for the month in which the
takedown occurs, and thelong-terminvestor should show under column
2 an origination of the long-term loan.

B.5. Reconcilement with Outstanding Balances. Under columns
1and 10, spaceisprovidedfor adelineation of outstandingloanbalances
as of the beginning and end of the month, respectively. As soon asiit
become possible to distinguish your bank's holdings of construction
loans from its holdings of long-term loans, appropriate entries should
be made under columns 1 and 10 by the property type and loan type
breskdownsshownintheleft-hand stub. Until thesedelinestionscan be
made, show only the Grand Tota outstanding loan balances under
columns 1 and 10.

Whenthereisafull array of entriesunder columns1and 10, repayments
and other terminations should be cal culated asabalancing residual for
each linewhere transactions are reported and entered under column 8.
This residua equals the sum of the Beginning Outstanding Balance
(column 1) plus Tota Acquisitions (column 6) minusthe sum of Loan
Sales (column 7) and Ending Outstanding Balance (column 10). For
land loans and construction loans, substitute the figures under Total
Originations (column 4) for Total Acquisitions (column 6).

B.6. Specific Ingructions: Entrieson Lines

B.6.a. Stage of Construction. All mortgage loans must be
reported under one of the following parts:

1. Land Loansareloans on vacant land.

2. Congruction Loansareloansfor property under construc-
tion (including substantial additions to an existing property).

3. Long-Term Mortgage L oans are long-term or “perma-
nent” loanson properties, theconstruction of whichhasbeencompl eted,
or on properties previoudy occupied.

B.6.b. Property Types. All construction loansand all long-term
mortgage loans must be classified under one of the four property
categories shown in the left-hand stub of Parts B and C (1-4 Family
Nonfarm Homes, Multifamily Residential, Nonfarm Nonresidentid,
and Farm Properties). Line5 of PartsB and C, respectively, equasthe
sum of lines 1 through 4.

B.6.c. Loan Types. Long-term loans on 1-4 family nonfarm
homes should aso be broken down into (8) FHA-Insured, (b) VA-
Guaranteed, and (c) Conventional loans, andthesumsof thesethreesets
of entries should be entered on lined of Part C.1. Similarly, long-term
loanson multifamily residential propertiesshould be broken downinto
(8 FHA-Insured and (b) Conventional loans, and the sumsof thesetwo
sets of entries should be entered on line c of Part C.2.

B.6.d. Grand Total. Equalsthesum of linesA, B.5, and C.5.
B.7. Specific Ingructions: Entriesunder Columns

Column 1. Beginning Outstanding Balance: Enter total loans
outstanding, gross of valuation reserves, as of the beginning of the
month.

Column 2. New Properties. Enter total long-term mortgageloans
originated during month (closed or made) directly to borrower for
completed newly constructed properties not previously occupied (in-
cluding substantial additions to an existing property).

Column 3. Exigting Properties: Enter total long-term mortgage
loansoriginated during monthfor propertiesprevioudy occupied. (Also
includeloansfor refinancing and property improvementsand loansfor
non-realty purposes.)
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Column 4. Total Originations: For land loans and construction
loans, enter total originations during month for such categories, with a
delineation as to property type in the case of construction loans. For
long-term mortgage loans, enter respective sum of columns 2 and 3.

Column 5. Loan Purchases. Enter al long-term mortgage loans
acquired during monthfrom other lendersby purchaseassignment, with
appropriate delineations as to property type and loan type.

Column 6. Total Acquisitions: For long-term mortgage loans,
enter respective sum of columns4 and 5.

Column 7. Loan Sales: Enter all long-term mortgage loans sold
during month to other lenders, with appropriate delineations as to
property type and loan type. Include loans assigned to mortgage loan
insurance companies and agencies.

Column 8. Repayments and Other Terminations: These are
residual figures. This residua equals the sum of the Beginning Out-
standing Balance (column 1) plus Tota Acquisitions(column 6) minus
the sum of Loan Sales (column 7) and Ending Outstanding Baance
(column 10). For land loans and construction loans, substitute the
figures under Tota Originations (column 4) for Tota Acquisitions
(column 6).

Column 9. Total Dispositions: Forlong-termmortgagel oansonly,
enter the sum of columns 7 and 8, if there are entries under column 8.

Column 10. Ending Outstanding Balance: Enter total loans
outstanding, grossof valuationreserves, asof theend of themonth. The
net change between beginning outstanding balance and ending out-
standing balancemust equal the difference between Total Acquisitions
(column 6) and Totda Dispositions (column 9), inthe case of long-term
mortgage loans. For land loans and construction loans, the net change
between beginning and ending outstanding balances must equd the
difference between Total Originations (column 4) and Repayments
(column 8).

B.8. Specified Repayments. The memorandum note at the bottom
of the form callsfor two figures:

(@) Prepaymentsin Full of Long-Term Loans on 1-4 Family
Nonfarm Homes. Enter in the space provided, without regard to type
of loan, theamount of prepaymentsinfull, sometimescalled* pay-offs’
or “satisfactions,” of long-term mortgageloanson 1-4 family nonfarm
homes.

(b) Total Cash Repaymentsof Principal of Loanson All Prop-
erties. Enter in the space provided, total cash repayments of principa
(prepayments aswell as scheduled amortization repayments) of loans
on all properties. This figure should reflect the cash flow from loan
repayments that can be reloaned.

C. Instructions for Preparing HUD-136.2—Mortgage Loan

Commitments

C.1. Object of Reporting. Thisform is designed to ascertain the
volumeof outstanding commitmentsto acquiremortgagel oansthat are
to finance the construction or acquisition of properties. Excluded are
commitments in the form of allocations or allotments given by long-
term investors to their mortgage correspondents or in the form of
repurchase agreements.

C.2. CommitmentstoBeReported. Thereporting form consistsof
two parts: |. Total Outstanding Commitmentsat the End of the Month,
and 1. New Commitments Made During Month and Still Outstanding
at the End of theMonth. Total Outstanding Commitmentsat the End of
theMonth consi stsof commitments outstanding at thebeginning of the
monththat wereneither takendownnor cancelled duringthemonthplus
commitmentsmadeduringthemonththat arestill outstanding at theend
of the month.

C.2a. New Commitments. Report only new commitments to
builders or property owners, made by your bank for its own account
during the month, which are till outstanding at the end of the month.
Exclude commitments to builders or property owners made by your
bank inthenameof, or for theaccount of, another lender that hasagreed
to take down the specific mortgage loan after it has been closed.

Commitments entered into and taken down during the same month
should be excluded. Similarly, exclude commitments both made and
cancelled in the same month. Earlier commitments which were can-
celled and then reinstated should be reported as new commitments.

The amount of commitment to be reported should be the actual cash
outlay covered by the commitment, even though it may not equal the
face amount of the loan.

C.2.b. Total Outstanding Commitments. Report only outstand-
ing commitmentsto buildersor property ownersmade by your bank for
its own account. Exclude commitmentsto builders or property owners
your bank makesin the name of, or for the account of, another lender
that has agreed to take down the loan after it has been closed. Also
exclude commitments under repurchase agreementsand allocationsor
allotments to mortgage |oan correspondents.

C.3. Specific Instructions

C.3.a. EntriesUnder Columns. Each part of the form has five
columns denoting property type: (1) 1-4 Family Nonfarm Homes, (2)
Multifamily Residential Properties, (3) Nonfarm Nonresidential Prop-
erties, (4) Farm Properties, and (5) All Properties. All commitments
should beentered under oneof thefirst four columns. Column5equals
the sum of columns 1 through 4.

C.3.b. Entrieson Lines. Under Parts | and Il the form distin-
guishes, in the left-hand stub, commitments for: A. Loans for New
Properties and B. Loans For Existing Properties. In the case of
commitmentsfor loanson new properties, theleft-hand stubidentifies
three possible commitment situations: 1. For Construction Loan Only,
2. For Construction Loan with the Long-Term or “Permanent” Mort-
gage Loan aso to be provided by your bank, and 3. For Long-Term or
“Permanent” Loan Only. Line A.4 of each section provides space for
the respective subtotals.
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Definition of Terms

1. MortgagelL oan. Theterm“mortgageloan” meansindebtedness,
whatever the purpose, incurred by private borrowers, which is secured
by amortgage or other lien (first or inferior) on real property located in
the United States, including the District of Columbia, and al U.S.
territoriesand possessions such asthe Canal Zone, Guam, Puerto Rico,
and the Virgin Idands. Mortgage loans on property located in Canada
or other foreign countries are to be excluded from the statistics. The
borrower must be a private individual, partnership, corporation, or
association, whether operating for profit or not.

Ordinarily, a mortgage loan is secured by a mortgage lien on red
property, and this lien may be exercised in the event of default of the
loan. In those states where a mortgage lien is not employed, alien on
the underlying property may be achieved by aland contract, deed of
trust, or other legal mechanism by whichthelender assumesownership
of theproperty intheevent of default. Themortgagelienisusualy afirst
lien, especidly for financial ingtitutions subject to Federa or state
supervision, but it may be a second or inferior lien.

The term “mortgage loan” excludes the following:
» Mortgageloansonmaritimeships arcraft, or railroadrolling stock.

» Bondssecured by amortgageonreal property (e.g., corporation
bondsissued to finance anindustrial plant and railroad or public utility
“mortgage bonds").

»  “Municipa securities’ issued by state or local governmentsor
other publicbodies(even though they may usethewords* mortgagebond”).

e Loansto real estate companies, mortgage companies, or other
financid institutions, where real estate mortgage loans are pledged as
collatera against the loans made to such institutions.

» Certificates of participations or other credit instrumentsissued
against a pool of mortgage loans.

2. Dedineations of Mortgage L oans
2.a.Typeof Property

2.al. Loanson 1-4 Family Nonfarm Homes include any
loan secured by a mortgage or other lien on a nonfarm property
containing one, two, three, or four dwelling units. They include
gpartmentslocatedinacondominiumresidential building, andloansfor
homes under construction.

2.a2. Loanson Nonfarm Multifamily Resdential Properties
include any loan secured by a mortgage or other lien on a non-farm
residentia property withfiveor moredwellingunits. Thedwel lingunits
may be stuated in apartment houses, apartment hotels designed
primarily to house persons on a more or less permanent basis, and
housekeeping dwellingswith commercia unitscombined where use of
the facilities is primarily resdential. Also included are loans for
gpartment houses under construction.

2.a3. Loans on Nonfarm Nonresidential Properties in-
cludeloanssecured by amortgageor other lien onnonfarmbusinessand
industrial properties, officebuildings, hotels, churches, hospitals, group
medical buildings, educational and charitableinstitutions, dormitories,
clubs, association buildings, nursing or convalescent homes, congre-
gate homes for the aged or orphans, and other properties that are not
classifiedasresidential or farm. Alsoincluded areloansfor nonresiden-
tial properties under construction.

2.a4. Loanson Farm Propertiesinclude any loan secured
by amortgageor other lienonfarmlandtheimprovementsthereon. Also
includedaresoil andwater conservationloansandfarmownershiploans
insured by the Farmers Home Administration, if the borrower is a
privateindividua, partnership, or corporation.

2b. Typeof Loan—Any loan secured by amortgage or other
lien on aresidential property containing 1-4 family dwelling unitsand
insured by the Federal Housing Administration isto be counted under
1-4Family Homes, FHA-I nsur ed. Any mortgageloan onamultifam-
ily (containing five or more units) residential property and insured by
the Federal Housing Administrationisto beincluded under M ultifam-
ily Residential, FHA-Insured. Any loan guaranteed or insured by the
Veterans Administration and secured by a mortgage or other lienon a
residential property isto beincluded under 1-4 Family Homes, VA-
Guaranteed.

Any loan secured by amortgage or other lien on real property and not
insured by the Federal Housing Administration or guaranteed by the
Veterans Administrationisto beregarded asaconventiona loan. If the
property isresidentia with1-4family dwel lingunitsitisincluded under
1-4 Family Homes, Conventional; and if the property is residential
with five or more dwelling units, it is included under Multifamily
Residential, Conventional. If the property is nonresidential, theloan
would be included under Farm or Nonfarm Nonresidential, as the
casemay be. Residential loans, insured by the FarmersHome Adminis-
tration, onnonfarmtractsaretobecl assifiedasconventiond residentia loans.

2.c.Character of Property

2.c.1l. ExistingPropertiesrefertoany property that hasbeen
previoudly occupied. Includedinthiscategory areloansusedtofinance
the purchase of an existing structure, to refinance an outstanding loan,
to pay for improvementsor alterations on an existing property (includ-
ing those recently constructed), and to pay for non-realty acquisitions
or expenditures. It dso includes add-on loans to finance property
improvements, payments of taxes and insurance, or other non-realty
purposes.

2.c.2. New Propertiesrefer to completed newly constructed
propertiesthat have not been previously occupied, and include substan-
tial additions made to an existing property. The distinction between
completed “new properties’ and completed “ existing properties’ ap-
plies only to originations of long-term loans and to commitments to
acquireloans.

2d. Stageof Congruction

2.d.1. Land Loans are mortgage-secured loans on vacant
land, other than farm land, to finance the holding of land.

2.d.2. Construction Loansareloans, secured by mortgages,
that are used to finance some phase of construction activity, whether
erection of buildings or demolition of existing structures to make way
for new construction.

2.d.3. Long-Term Loansor “permanent loans’ (sometimes
called“mortgageloans’) areloans secured by mortgageson compl eted
properties (which may be “new” or “existing,” as defined above).

3. TransactionsCovered. The mortgage loan gross flows comprise
four transactions—loan originations, loan purchases, loan sdes, and
loan repayments and other terminations. The sum of loan originations
and |oan purchases equals loan acquisitions, and the sum of loan sales
plus repayments and other terminations equals loan dispositions. The
difference between loan acquisitions and loan dispositions equals the
net change between outstanding baance and ending outstanding bal-
ance. These transaction categories are defined as follows:

3.a. Loan Acquisitions. Mortgage loan acquisitions are a gross
measure of mortgage lending activity by a financia ingtitution or
agency, during some given time, regardless of whether an acquisition
resultsfrom an origination directly with aborrower or from apurchase
of aloan from another lender.
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3.al. Loan Originationisany loanthat ismade, originated,
or closed directly with aborrower by a particular financia ingtitution,
by any of itsbranch offices, or by anagent actinginitsname. Theamount
of thel oan originationsequal sthesumposted by thefinancial institution
onitsbooksat thetimeof loan closing (or comparableaction, inthecase
of construction loans) and is thereafter counted as part of its mortgage
loan holdings.

Owingtodifferent accounting practices, somelenderspost loansat cost,
and others post the par amounts of loans made. Whatever accounting
system your bank uses, please follow it consistently.

Add-onstoanexistingloantofinanceimprovements, paymentsof taxes
and insurance, or for other purposes, should be counted as part of loan
originations.

3.a2. Loan Purchases arise whenever a lender acquires a
mortgage |oan from another lender who either had originated the loan
or had acquired it from someone ese. Loan purchases aso include
purchases of participationsin one or more long-term mortgage loans.

In essence, aloan purchaseinvolvesatransfer of amortgageloan from
oneholder toanother inexchangefor payment whichmay beimmediate
or delayed. Thus, assgnment of a loan to an insuring agency or
ingtitution when default threatens is construed as a mortgage loan
purchase by the insurer.

3.b. Loan Dispositions—L oan dispositions reflect reductions
of mortgage |oan holdings because of sale, repayment, foreclosure, or
other loanterminations. They arecal cul ated either by addingloan sales
plusrepaymentsand other terminationsor by subtractingthenet change
in holdings (i.e., the difference between the holdings at the beginning
of the period and the holdings at the end of the period) from gross
acquisitions (loan originations plus loan purchases).

3.b.1. Loan Salesincludesalesbyloancorrespondentstotheir
permanent investors pursuant to commitments, sales without prior
formal commitments, and assignments to an insuring agency or insti-
tution.

3.b.2. Loan Repayments and Other Terminations are re-
ductions of mortgage loan holdings for reasons other than loan sales.
They includecontractual or schedul ed repaymentsof principal under an
amortizetion plan, partial prepayments, full repayments where an
outstanding loanisextinguished, and terminations of aloan because of
foreclosure or other legd action that results in the lender assuming
possession of the underlying property inlieu of amortgageloan. They
do not includeinterest payments on the outstanding loan, servicefees,
penaltiesforlateinterest payments, and depositsinto an escrow account
for taxes and insurance.

4. Mortgage Loan Commitments

4.a. Definition. Theterm “commitment” means any firm agree-
ment by alender to acquireamortgageloan, either by origination or by
purchase, at somelater date. The commitment may be written or oral,
but the lender must regard it as at least morally, if not legally, binding.
Commitments may befor construction financing with or without long-
term@ permanent” or “ mortgageloan”) financingintended, or for long-
term financing only.

A commitment for a long-term loan may be made directly to a
homebuyer, theowner of anincome-producing property, or toabuil der,
by afinancial institution or public agency that may or may not intend
to hold the resulting long-term mortgage loan.

Commitmentsfor constructionloansrel atetol oansordinarily advanced
to builders to finance the construction of real property, including site

improvements or demolition of existing structures. Commitments for
construction loans may aso be madeto individuals building their own
homes, or to business or industrial concerns undertaking to construct
buildings for their own use.

Atthetimethelender makesacommitment for aloan, it usually knows
theidentity of theborrower andtheproperty for whichtheloanissought.
In the case of commitments for long-term loans given to builders, the
identity of thelong-term borrower isfrequently unknown at thetime of
commitment, but the lender must approve each borrower before the
individual loans may be closed. To minimize double counting, report
only commitmentsfor thoseloansthat your ingtitutionintendstoacquire
by origination or purchaseinitsownname. Excludeloansthat aremade
in the name of, or for the account of, another lender.

Repurchase agreements between one financial ingtitution and another,
however, are not regarded as commitments. They relate to mortgage
loans already closed, and interpretations given to their fluctuations
differ from those given to commitments since a rise in repurchase
agreements outstanding generally means|ess, rather than more, credit
availability.

Also excluded from commitments are the allocations or alotments a
lendinginstitutiongivestoal oan originator whereneither theborrowers
nor theindividual propertiesareknownwhen theallocationsare made.
These dlocations or alotments are not regarded as commitments
inasmuch asthereare no property or borrower detail sabout which firm
agreements can be made.

4b. Total Outstanding Commitments. For most lenders,
month-end total commitments outstanding equal (a) commitments
outstanding at the beginning of the month and neither taken down nor
cancelled during the month, (b) new commitments made during the
month and still outstanding at the end of themonth, and (¢) undisbursed
portions of commitments where there is a partial takedown.

4.c.New Commitments. New commitments refer to new money
only. Excluded aretimeextensionson commitments, renewals, or roll-
overs. If an extension, renewal, or roll-over increases the size of the
commitment, report only the increased portion. Similarly, if an out-
standingcommitment isrenegotiated, report only theadditional amount
asanew commitment.

4d. Character of Property and Stageof Construction. Com-
mitments may be made for loans on “existing properties’ (previoudy
occupied or used) or “new properties’ (not previousy occupied or
used). If the property isa“ new property,” three types of commitments
can be given:

4d.1 (1) Long-Term Loansor “Permanent Loans’ Only
are loan originations secured by mortgages on completed, newly
constructed propertiesthat have not been previoudly occupied or used.

4.d.2. (2) Construction Loans Only are loans secured by
mortgagesthat are used to finance some phase of construction activity.
Excluded are mortgage-secured construction loans for new properties
where your indtitution is to provide the long-term or “permanent”
financing. Also excluded are commitmentsfor construction loans that
will not be secured by mortgages.

4.d.3. (3) Congtruction Loansand AlsoLong-Term Mort-
gage L oans are mortgage-secured loans where your financia institu-
tionisalsotoprovidethelong-termor“ permanent” financing. Excluded
are construction loansfor propertieswhere another lender isto provide
the long-term or “permanent” financing after construction has been
completed. Also excluded are commitments for loans that will not be
secured by mortgages.

Previous editions are obsolete
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